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FINANCIAL SERVICES/FICO Assessment Differential, Consumer Protections

SUBJECT: Financial Services Modernization Act of 1999 . . . S. 900. Gramm amendment No. 308.

ACTION: AMENDMENT AGREED TO, 95-2 

SYNOPSIS: As reported, S. 900, the Financial Services Modernization Act of 1999, will reform Depression-era laws in order
to eliminate barriers that prevent banks, insurance companies, and securities firms from affiliating. The bill will

create a new statutory framework for the financial services industry that will increase its safety and soundness and that will give
consumers more choices and lower prices.

The Gramm amendment would strike the provision that will extend for 3 years the differential that thrifts pay on Financing
Corporation (FICO) bond assessments. It would also protect consumer privacy by making it unlawful to attempt to obtain
information on consumers from banks under false pretenses or by making fraudulent representations, and it would require Federal
banking agencies to develop a consumer complaint mechanism for receiving and expeditiously addressing consumer complaints.

Those favoring the amendment contended:

This amendment has three parts. The first addresses the issue of FICO bond assessments. The underlying bill proposes an
extension of the existing disparity in the percent that thrifts and banks pay in such assessments in order to encourage Congress to
act on a merger of the bank and thrift insurance funds, as originally planned. This proposed extension has met with a great deal of
criticism from Members because they fear that it will weaken thrifts by encouraging a shifting of deposits to banks in order to take
advantage of the lower assessment rate. Therefore, we have agreed to drop the extension. The next part of the amendment would
enact provisions suggested by Senator Sarbanes. Those provisions would help protect consumer privacy by making it illegal to use
misrepresentations in an effort to get private consumer information from banks. Members on both sides of the aisle view the
enactment of these provisions as just a first step in addressing the issue of consumer privacy. This issue is extremely serious, and
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Senator Gramm has committed to having the Banking Committee address it in greater detail. The final part of the amendment would
have banking regulators establish a consumer grievance process. All three parts of this amendment are meritorious. We urge our
colleagues to join us in voting in favor of the Gramm amendment.

No arguments were expressed in opposition to the amendment.


